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THE MORALS OF THE WHISKEY-TAX. , 

THE Congress of the United States is confronted for 
the first time in many years with a deficit in the 
revenue for the current fiscal year, which it is estimated may 
reach the enormous total of one hundred million dollars, in- 
cluding the requirements of the Sinking Fund. Without 
going into an investigation of the causes which have pro- 
duced this condition of affairs, it is sufficient to state that 
the charges upon the revenue are of such a character that 
they cannot be immediately reduced so as to approximate 
the probable revenue, and that after every economy has 
been enforced, there will still remain a deficit which, un- 
less recourse is had to the questionable expedient of bor- 
rowing, will require an augmentation of the revenue and 
an important revision of the revenue laws. Should it be 
determined to raise by taxation the additional income 
needed, there are but two important sources of revenue 
available, tariff duties and internal revenue taxes, the lat- 
ter including an income tax and the excise duties. 

I shall concern myself here with a review of some proposed 
changes in the excise laws. Sometime ago the Secretaty 
of the Treasury referred this branch of the subject to the 
veteran ex-Special Commissioner of Revenue, Hon. David 
A. Wells, than whom no person more experienced or bet- 
ter equipped for the task could probably have been se- 
lected. Mr. Wells has recently submitted his report, and 
the abstracts of it that have been published have attracted 
wide attention, and in the main favorable comment. 

In revising taxation the attention of Congress will nat- 
urally be directed to the excise duties upon spirits, be- 
cause there is already a well-organized department charged 
with their assessment and collection ; and because it has 
been the policy of the government to impose upon this 
product the highest duty that could be collected from it 
without encouraging illicit distilling and other frauds. 
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From the standpoint of political science also, it is general- 
ly conceded that no article can be made to yield so 
large a revenue with so little burden to the tax-payer. 
Such taxes find favor, too, with a large class of persons 
who believe that the demand for liquor as a beverage 
will be thereby rendered more difficult to satisfy and the 
cause of temperance be consequently advanced. Both the 
revenue officers and the temperance fanatics are likely to 
have, in any effort to increase the tax upon distilled spir- 
its, powerful allies in the large distillers and the so-called 
Whiskey Trust. 

Ever since the inauguration of our internal revenue sys- 
tem it has been evident to the officers concerned with its 
administration that the revenue from distilled spirits could 
be more readily and cheaply collected if the manufacture 
was carried on in large distilleries and concentrated in 
few hands ; and many of the provisions of the laws now 
in force, partly for this purpose and partly from neces- 
sity, tend to such concentration. Among the most im- 
portant of the advantages accruing to the large manufac- 
turer over the smaller one, are the decreased cost of 
warehousing and the lower ratio of the cost of govern- 
ment supervision to the cost of production. In the case 
of the small distiller these charges are sometimes almost 
equivalent to the original cost of the product itself. The 
capitalist and monopolist are interested in the imposition 
of a high rate of taxation because it tends to drive out 
competition, and enables them to maintain large distilleries 
and employ experts, whereby the product is greatly in- 
creased .and the cost of manufacturing materially reduced. 
Moreover, it is always harder for the small distiller to place 
his product or to borrow money on it, and it is generally 
quite impossible for him to pay the tax on it if unsold 
when the bonded period expires. For these reasons, small 
producers exert a constant pressure of goods upon the mar- 
ket. 

The efforts of the Whiskey Trust to monopolize the busi- 
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ness of distilling spirits from grain and the expectation of an 
increase in the tax have led to great overproduction, and 
there is to-day as large a stock on hand as has ever existed 
in this country. No sooner did the prospect of a deficit in 
the revenue become apparent, than the managers of the 
Trust procured the introduction of a bill in Congress at the 
last session to increase the tax on spirits. There was at the 
time a wild speculation in the shares of their corporation, 
and they anticipated immense profits in the increased price 
to which they advanced their stock upon the strength of 
the proposed legislation. The authorship of this bill and 
the parties interested in its passage became, however, too 
well known, and public opinion, aroused at the time against 
all sorts of trusts, was particularly directed against a combi- 
nation so malodorous. The scheme failed, therefore, for 
the time being, but the prospect seems to be that it will be 
renewed as soon as Congress is prepared to consider rev- 
enue measures. A literary bureau appears to be already at 
work. Quite recently an ex-Collector of Internal Revenue, 
presumably in order to offset Mr. Wells' able report ad- 
vising no change in the law, has written a letter for publica- 
tion in which he advocates an increase in the tax, and esti- 
mates an augmented revenue therefrom. 

Now the views expressed in this letter are not only con- 
trary to the author's public recommendations while in office, 
but are also opposed by the experience of the revenue offi- 
cers repeatedly expressed in official documents. Mr. Wells 
ably illustrates this part of the subject by his review of the 
results of the legislation increasing the tax from 20 cents a 
gallon in 1862 to $2 a gallon in 1864. 

The stock of distilled spirits in the United States in dis- 
tilleries and bonded warehouses and in dealers' hands at 
present can hardly be less than 170,000,000 gallons. The 
capacity of the registered distilleries is, furthermore, so large 
that between the time a bill to increase the tax were intro- 
duced in Congress and its possible passage, this stock could 
be enormously increased. 



1 f § The Sezvdnee Revieiv. 

Just how great the consumption of spirits in the United 
States is, it is difficult to determine. It has frequently been 
roughly estimated at 80,000,000 gallons annually, and Mr. 
Wells calculates it to be for the year ending June 30, 1893, 
about 90,000,000. Of the total annual withdrawals from ware- 
houses the exportations in legitimate trade rarely exceed 
10,000,000 gallons. The amount used in the arts and 
sciences has not been estimated by the government officers 
at much above five or six millions, and Mr. Wells considers 
that it has not at any time exceeded 10,000,000. The bal- 
ance is consumed as a beverage. The Commissioner of 
Internal Revenue in 1882, after some investigation, es- 
timated that nine-tenths of the distilled spirits was used in 
this way. 

The amount consumed, although not dependent to any 
great extent upon the rate of tax imposed, is somewhat in- 
fluenced by the general prosperity of the country, as Mr. 
Wells shows in his review of the period between 1873 and 
1879. The business depression which is now so widespread, 
will probably affect this popular ability to use spirits to an 
important extent, and should the average per capita con- 
sumption fall as low as it did in 1878 and 1879, tne tota ^ 
annual consumption would not exceed 70,000,000 gallons. 

The stock on hand is sufficient, therefore, to supply the 
demand for at least two j^ears. It would be very reasonable 
to estimate the production in anticipation of an increase in 
the tax at 75,000,000 more, or enough to supply the demand 
for another year. The increased tax, if we may judge from 
past experience, would not be made to apply to stocks on 
hand or in bond at the time it went into effect, and the dis- 
tillers and liquor dealers would, therefore, reap the benefit 
of the increased rate of tax, or as much of it as could be 
realized upon such a glutted market. With the stocks on 
hand increased to 250,000,000 gallons, and an increase of 
30 cents a gallon in the tax, the rate generally proposed, 
their apparent profits would be 75,000,000 dollars, while the 
government would receive only the tax upon the increased 
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product at the old rate, and would, under the present ware- 
housing law, realize a decreasing revenue until the con- 
sumption approximated to the supply. 

One important result of an excessive tax is that it leads 
to adulteration and thereby, in articles of food and drink, 
to injury to health. Distilled spirits are peculiarity liable to 
adulteration, on account of the facility with which it can be 
done and of the large profit that attends it. As it comes from 
the still, whiskey is nearly colorless and does not naturally ac- 
quire the color, flavor, and other qualities which command a 
remunerative price, except from age and after rectification. 
To accomplish this involves delay and expense in rectifying, 
evaporation, storage, interest, etc. It has been discovered, 
however, that at a temperature a little less than the boiling 
point, the contents of a charred oak barrel will absorb the 
tannin and coloring matter from the wood in about twelve 
hours. In this way an inferior grade of whiskey is 
produced in large quantities. The investigation of the 
Whiskey Trust at the last session of Congress developed al- 
so the fact that a considerable quantity of a liquor sold as whis- 
key is manufactured from cologne and neutral spirits by di- 
luting them to proof strength and adding burnt sugar, caromel, 
or prune juice, to give the desired color, and artificial essences 
and tannin to impart the necessary flavor. This beverage re- 
quires no rectification, and the process is of value to the 
dealer, because he can make, on demand, from the same 
raw material, whiskey of any kind, brandy, gin, and many 
other kinds of liquor, of any age, color, or flavor. The profit 
upon this stuff is considerable, and it finds a market through 
actual misrepresentation and fraud, and because it can be 
sold at much below the price of genuine spirits. The moon- 
shiner, who must sell his product at a sacrifice, competes 
with this and maintains his margin of profit by vising buck- 
eyes, lye, tobacco, pepper etc., to give his diluted and 
spurious beverage the proper zest and staying qualities. 
So toxic are some of these mixtures that the continual use of 
them for any length of time is frequently fatal. 
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While unscrupulous dealers will always be found to prac- 
tise such frauds upon the unwary, and to take advantage of 
the poor, they must necessarity commend their adulterated 
goods by selling them for a less price than the genuine ar- 
ticle. A reduction of the duty would greatly lessen that 
profit, and so the extent of this nefarious business. 

Mr. Wells demonstrates that the present rate of tax 
— go cents per proof gallon — is fully up to the danger 
line. The writer thinks it is beyond that mark, and that an 
equal or greater amount of revenue would be realized front 
a tax of 50 cents per gallon, with a large reduction in the 
cost of collection, an extension of the use of spirits in the 
arts and sciences and in domestic economy, an improve- 
ment in the quality of spirits sold and used as a beverage, 
a more general observance of the law, and, above all, an 
amelioration of the moral condition of society among the 
producers. 

The people of the South have long been looking forward 
to the time when a fairer adjustment of taxation would re- 
lieve them of this burden, or at least greatly reduce it. They 
bear a disproportionate part of it ; their domestic tran- 
quility is disturbed by a natural resistance to it and by the 
forcible collection of it ; their prosperity is retarded by it ; 
and the moral standards of their people are degraded by 
the conditions which it fosters. 

In this connection a short review of the history of the 
internal revenue service in the mountain country of the 
South may be not without interest. The territory in which 
illicit distilling has been, and is mostly carried, on lies, 
roughly speaking, among the mountains and foot-hills of 
Virginia, West Virginia, Kentucky, North Carolina, Ten- 
nessee, Georgia, and Alabama. 1 It is a wild and beautiful 

■This territory embraces the following Revenue Districts as constituted 
in 1S77, (the most convenient arrangement to follow) to-wit : 1st and 2nd, 
Alabama; 2nd and 3rd, Georgia; 2nd, 8th and 9th, Kentucky ; 4th, Mary- 
land; 23rd, Pennsylvania; 2nd, Missouri ; 4th, 5th and 6th, North Carolina; 
2nd, 5th and 8th, Tennessee ; 3rd, Texas ; 2nd, 4th, 5th and 6th, Virginia ; 
and ist and 2nd, West Virginia. 



The Morals of the Whiskey-Tax. 121 

country, inhabited by a brave, honest, frugal, and hospitable 
people, deeply attached to their homes. The hill-sides are 
adapted to the culture of fruit, and apples and peaches are 
raised in great abundance. The bottom lands about the 
creeks and rivers are fertile and produce excellent crops of 
indian corn, but are not suited to the raising of grain, owing 
to the dampness and the lack of sunshine due to the early 
setting of the sun behind the mountain barriers. Before the 
war these simple folks made their apples and peaches into 
brandy and their corn into whiskey, and these products 
with a few cattle, some dried fruits, honey, beeswax, nuts, 
wool, hides, furs, herbs, ginseng and other roots, and woolen 
socks, knitted by the women in the long winter evenings, 
formed the stock in trade which they bartered for their plain 
necessaries and few luxuries, their homespun and cotton 
cloths, sugar, coffee, snuff, and fiddles. Their industries 
were few and their markets limited and remote. The 
raising of a crop of corn in summer and the getting out of 
tan-bark and lumber in winter were almost their only re- 
sources. 

The war came on. They had no interest in slavery and 
but little sympathy with the peculiar institutions of the South. 
For the most part they were loyal to the North, furnished 
many brave sons to the ranks of her armies, and gave 
other aid and comfort to her cause. After the supremacy 
of the National Government was fully established within the 
borders of their country, they resumed their peaceful oc- 
cupations. 

The burden oi taxation had rested lightly upon them. 
The expenses of their local government were small and had 
been mostly borne by a tax upon the land. For nearly two 
generations no excise duties had been levied. They had no 
practical experience of Federal exactions until the revenue 
collector appeared in their midst in the year 1863. He did 
not lay a heavy hand upon them, however, for this whole 
mountain country, in the ten months ending June 30, of that 
year, paid, as a tax upon distilled spirits, at the rate 
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of 20 cents a gallon, only about $172,000. They 
seem to have paid this moderate tax without murmur- 
ing, for we find the Commissioner of Internal Revenue, in 
1863, lamenting, like a typical merchant, that he had not 
asked enough. He was evidently hardening his heart, for 
we find him later on in the same paper taking the ground 
" that the question of the amount of the tax to be levied on 
distilled spirits is to be decided solely upon considerations of 
revenue." This policy was to be steadily pursued by the 
government until the tax was raised to $2 a gallon ; the whole 
service demoralized ; the people practically goaded into open 
rebellion against the law ; and until the amount of distilled 
spirits recognized by the government for taxation was less 
than 8,000,000 gallons out of a total production of not less 
than 55,000,000 or 60,000,000. It could not have been other- 
wise with a system of taxation which the Commissioner for 
1863 characterized as " entirely novel," and of which the 
Commissioner for 1876-7 could write : " The tax was a pal- 
pable thing to be paid, or some cherished possession was to 
be sold to meet it, and no circumstance of poverty, misfor- 
tune, sickness, or death could stay the distraint." 

History repeats itself. How applicable to the condition 
of our own mountain country at this time is the following 
passage taken from the report of the Revenue Commissioner 
in 1866, relative to the imposition in Great Britain in 1736 
of a duty equivalent to $5 a gallon on spirits : — " .... the 
people espoused the cause of the smugglers and unlicensed 
dealers, the officers of the revenue were openly assaulted in 
the streets, informers were hunted down like wild beasts, 
while drunkenness, desolation, and crime increased with 
frightful rapidity. " 

Mr. Wells gives, as I have said, an accurate and interest- 
ing account of the results of increasing the tax from 20 
cents to $2 a gallon, as shown in a decrease of revenue 
from that source, for the whole countrj-, from $28,431,717 in 
the fiscal year ending June 30th, 1864, to $13,419,092 in 
the fiscal year ending June 30th, 1868, the first full year 
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Under the $2 tax. The evidence submitted to the Revenue 
Commission in 1866 indicated that up to the time of riling 
their report, under the high rate of tax, four-fifths of the 
whiskey produced in the more sparsely settled portions of 
the country paid no tax. The Commissioner of Internal 
Revenue in his report for the year ending June 30th, 1869, 
estimated that during the period under review the govern- 
ment did not collect a tenth part of its tax on distilled spirits 
and that in the year covered by his report, probably 51,000,- 
000 gallons passed into consumption without paying any 
tax. During the period of the extreme high tax, in addition 
to the evasions of the law by illicit distilling, vast frauds 
upon the government were perpetrated by licensed distillers 
and rectifiers. 

There are no accurate statistics accessible of the seizures 
of illicit stills prior to 1877, and no data from which to es- 
timate the extent of illicit production under the $2 tax ex- 
cept the estimates of the revenue officers above referred to 
and the circumstantial evidence of consumption. All ac- 
counts, however, seem to agree that after the reduction of the 
tax to 50 cents a gallon, in 1868, illicit distilling was much 
reduced and ceased to embarrass the government or to 
diminish the revenue greatly until the tax was again in- 
creased in 1872 and 1875. This seems to have been 
peculiarly the case with the disaffected territory above de- 
scribed, including the few districts in Pennsylvania, Ma- 
ryland, Missouri, Arkansas, and Texas. In the fiscal 
year 1865—6 this territory as a whole, paid in taxes upon 
distilled spirits, at the rate of $2 per gallon, less than $600,- 
000, indicating a product of only 300,000 gallons recognized 
by the government for taxation. In the year ending June 
30th, 1870, the first full year at a tax ol 50 cents per gallon, 
the tax paid for this region was abotit $2,519,000, indicating 
total withdrawals of 4,318,000 gallons. In the fiscal year 
1876, the first full year of the 90 cents per gallon tax, these 
districts yielded in the aggregate a revenue on distilled 
spirits withdrawn prior to March 3rd, 1875, at 70 cents per 
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gallon, $761,336, and on spirits withdrawn distilled aftel* 
that date, of $2,102,427, a total of $2,863,763, indicating to- 
tal withdrawals of 3,423,653 gallons. It is to be regretted 
that the statistics of the actual production for the years 1870 
and 1876 are not accessible. The withdrawals serve, how- 
ever, to indicate the production with sufficient accuracy 
since the withdrawals for the whole country ,in those years 
equalled or exceeded the total production. 

These statistics indicate that under a tax of 50 cents per 
gallon the government recognized for taxation in this terri- 
tory 3,718,000 gallons more than it did under a tax of $2 
per gallon ; and that under a tax of 90 cents per gallon it 
recognized for taxation about 895,000 gallons less than it 
did under a tax of 70 cents per gallon. I give them to show 
that the territory under review, comprising all the districts 
in which illicit distilling was carried on to any extent, re- 
sponded to fair dealing on the part of the government as 
well, if not better, than any other part of the country ; that 
the illicit distilling prevalent therein proceeded, not from a 
reckless, lawless, or insurrectionary spirit, but from the pre- 
mium offered to dishonest practices by an excessive tax and 
from the circumstances and necessities of the inhabitants ; 
that the people were, apparently, willing to pay the tax 
whenever they were able to do so ; and that a tax of 50 
cents per gallon seems to be, from practical experience, a 
fair and just rate, and one from which the government is 
likely to realize a maximum revenue. 

After the increase of the tax to 90 cents in 1875 evidences 
of a marked increase in illicit distilling began to multiply, 
and in 1877 the Commissioner of Internal Revenue esti- 
mated that during the preceding year not less than 3,000 il- 
licit stills of a daily capacity of from ten to fifty gallons had 
been operated in the territory described. The total number 
of licensed stills in operation during the same period was on- 
ly 4,503, so that the number of illicit stills was 66 per cent, 
of the registered ones. As the total daily spirit-producing 
capacity of the licensed stills did not at any period of the 
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year exceed 256,000 gallons, the daily capacity of the illicit 
stills was at the lowest estimate nf per cent, of that of the 
licensed ones, and the former would have been able to pro- 
duce, at their minimum estimated capacities, in about four 
months an amount of distilled spirits equal to the entire 
amount recognized by the government for taxation in the 
same territory in 1876. 

To comprehend this state of affairs fully, it is necessary to 
revert to the social and economic conditions of the 
mountain people. The population was sparse and scattered 
and there were very few towns. The local demand for dis- 
tilled spirits had always been supplied from the small stills 
which were located throughout the territory, convenient to 
the orchards and corn fields. Groceries and saloons were 
few and far between. Although the inhabitants were not 
given to intemperance, unless, perhaps, on " first Mondays " 
or court days or at shooting matches, they were neverthe- 
less in the habit of gratifying their appetite for liquor, and 
being a^free and independent people, they resented the in- 
terference of the government. 

It was impossible to operate stills of large capacity as the 
supplies of fruit and indian corn were small and came from 
scattered sources. Beyond the limited amount needed 
for bread and food for the little stock that was kept, 
there was no demand for indian corn, and the surplus fruit 
crop, after as much had been dried as would serve the 
family needs and could be bartered at the cross-road stores, 
could not be'sold at home. The markets were too distant, 
the roads^too rough, and the prices in the towns too low, to 
warrant transportation. Indian corn was worth from 25 to 
40 cents per bushel, and apples and peaches rarely brought 
more than 10 cents a bushel even at the stills. These were 
the only crops, and there was no way to utilize them or to 
market them except to distill them into spirits. This in- 
dustry had always been carried on, therefore, and was firm- 
ly established, but the only stills that were practicable were 
too small to bear the cost of government supervision. It 
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was, then, but natural that when the law began to require 
distillery warehouses and resident storekeepers, and the tax 
was advanced to a rate beyond the ability of the distillers to 
pay, resistance became* more general and evasions of the 
law more frequent than when the tax was small and the 
revenue system fairly simple. 

The officers who administered this system were, from 
political reasons, strangers to the habits and circumstances 
of the mountaineers and they attributed the opposition they 
encountered " to a latent feeling of hostility to the govern- 
ment and laws of the United States," to quote an official. re- 
port. This assumption, as we have seen, was to a great ex- 
tent erroneous ; indeed among the mountaineers were to be 
found a large number of Federal veterans and pensioners. 
But the officers, like the Congress that gave them being, 
were too full of partisan feeling to see the true state of the 
case, and they undertook to stamp out disloyalty and illicit 
distilling at one and the same time. The laws they had to 
enforce were modelled largely on the excise laws of Great 
Britain ; they were harsh and complex and not at all suited 
to this country, a fact recognized by an early Commissioner 
when he complained that there were " many courts of 
National Jurisdiction so averse to imposing the statutory 
penalties that they resorted to subterfuge to avoid it." 

A particularly wretched feature of the system is found in 
the fact that the superior officers charged to administer it, 
such as collectors, marshals, and district attorneys were 
paid by commissions upon the collections and by fees ; and 
the subordinate agents were frequently brutal and desperate 
men. Fortunately for history, they were so blinded by par- 
tisan bigotry, so ignorant of the fundamental law, so callous 
and indifferent to public opinion that they have committed 
to posterity in their official reports a candid and brutal 
record of their arbitrary and lawless procedures. 

Buildings were broken into without warrant, and stills and 
other property destroyed without condemnation or other 
legal proceedings. The Commissioner's report for 1876 is 
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perfectly frank on this point. It admits the illegality of the 
acts performed, but asks that in order to silence captious 
criticism, the revenue officers may be empowered to make 
seizures "when directed by the Commissioner of Internal 
Revenue." Personal arrests, too, were made without war- 
rant, and the victims were dragged long distances to 
answer before United States Commissioners. Litigation 
naturally arose in the State courts on this point, and the 
Commissioner's report for 1878, referring to this matter, 
na'ively requests that "a law be passed expressly providing 
that when a person is caught in the act of operating an 
illicit still he may be arrested without warrant . and forth- 
with taken before a proper tribunal for examination." The 
same Commissioner reports for 1879, "I nave found it neces- 
sary to supply the collectors with breech-loading carbines," 
etc., and thereafter "ordnance stores in the hands of col- 
lectors" figure regularly in the annual report. 

Not only were persons arrested when caught flagrante 
delicto, but in many cases arrests were made upon trivial 
charges, large numbers of witnesses were summoned, and 
the unfortunate mountaineer was bound over to appear, or 
in default of bail, was incarcerated at some distant point 
simply that the income of the revenue officers might be 
swelled. The Commissioner of 1882 recognized this grow- 
ing evil fully, declaring that while the greed of his officials 
would " breed abuses even in long-established and well- 
ordered communities," in the remoter settlements it would 
cause practices " little better than brigandage." The same 
officer went on to describe this brigandage in the following 
language, which sufficiently confirms all that I have writ- 
ten : " Instances have been brought to my attention where 
numerous prosecutions have been instituted for the most 
trivial violations of law, and the arrested parties taken 
long distances and subjected to great inconveniences and 
expense, not in the interest of the government, but apparent- 
ly for no other reason than to make costs." 

Is it any wonder that these mountaineers have resisted 
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such laws and such administration of them ? Would they 
have been true to their Anglo-Saxon heritage if they had 
failed to resist ? The records are full of shocking recitals, 
but they need no comments and I leave the subject here. 
I have tried to tell a plain, unvarnished tale ; if there has 
been a touch of pity in it, I can only plead that I have sat 
at the firesides of these people, enjoyed their hospitality, 
and tasted their peach brandy, and that, after all, I am 
only human. 

Ellwood Wilson, Sr. 



